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NOTES AND MEMORANDA 651 



INDUSTRIAL CONCENTRATION AS SHOWN 
BY THE CENSUS. 

The years 1899-1902 were notable for the culmination 
of the movement towards industrial consolidation. Sud- 
denly, from a yearly average of less than one hundred 
million dollars of new capitalization, the year 1898 witnessed 
an issue of securities of industrial combinations amounting 
to $708,000,000, followed in the next year by the enormous 
aggregate of approximately two and a half billion dollars. 
A relapse in 1900 was followed again, in 1901, by another 
total of about two and a half billion dollars, including, of 
course, the United States Steel Corporation issues. A total 
of new industrial securities amounting (at par) to over six 
billion dollars was injected into circulation within three 
years, — an amount equal to seven times the national debt 
and about three-fourths of the total market value of all the 
railroad stocks and bonds outstanding in 1900. Since this 
climax the new issues have declined rapidly to an annual 
total scarcely larger than before the movement began in 
1898. An economic problem of a magnitude worthy the 
serious attention of students of public affairs made its 
appearance; and yet a problem which, on account of its 
extra-legal or anti-legal character, was developed so much 
under cover that it was well-nigh impossible to measure 
quantitatively. We know that a certain number of com- 
binations exist, each seeking a monopoly of the market; 
but we are largely in the dark as to the degree of success 
which is likely to attend their efforts. Is the opportunity 
of the small independent manufacturer gone forever? Or 
are the small mills and individual enterprises holding their 
own? Or are these industrial combinations which sprang 
up in a night likely to prove unhealthy, and so to perish in 
the face of competition? So essential are these questions to 
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our national welfare that every scrap of evidence tending to 
throw light upon them deserves careful scrutiny. 

For the first time since the trust movement in the United 
States gathered full momentum, an opportunity is afforded 
of measuring roughly its importance by means of official 
data. The Federal Census of manufactures of 1905 — the 
first of its kind taken on an intercensal year — derives 
peculiar importance from this fact. Conditions in 1900, as 
depicted in the Twelfth Census, may now be compared with 
those of 1905, after the lapse of five significant years 
characterized both by a high degree of prosperity and an 
uninterrupted continuance, if not financially, at least com- 
mercially, of conditions favorable to consolidation. 

The tendency towards industrial concentration is indicated 
primarily by two sets of figures in the census; namely, those 
showing the number of establishments in each industry and 
those denoting the value of the gross product. Concerning 
the first of these it is important to note the limitations due 
to statistical practice. The census does not seek primarily 
to give the data as to ownership: it concerns itself mainly 
with the facts relating to independent operation. Two 
plants are separately enumerated whenever engaged in 
distinct processes of manufacture, even altho under common 
ownership. Thus, for instance, a blast furnace and a tin 
plating plant, altho belonging to the same corporation, 
appear in the returns as separate establishments. The 
fact of common ownership is also ignored whenever the plant 
is divided between several towns, counties, or states. Cot- 
ton mills owned by the same corporation in Massachusetts 
and Alabama are enumerated as separate establishments. 
On the other hand, several cotton mills in the same town, 
engaged in the same form of production under common 
ownership, would be counted as merely one establishment. 
For our present purpose, — the measurement of concentra- 
tion industrially — the census figures as given seem rather 
to understate than to exaggerate the economic tendencies. 
All plants heretofore counted separately because of differ- 
ence in the industrial process or for other reason, would be 
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listed in 1905 in the same way as in 1900, irrespective of any 
changes in ownership. Consolidation, had it taken place, 
would in no wise affect these returns. On the other hand, 
every case of merger of establishments of the same kind in 
the same place would immediately appear in the figures. 
Coke companies, once separate, consolidating in the Connells- 
ville district, distilleries in Peoria, or woollen mills in Rhode 
Island, thus combined, would now appear on the census 
rolls as one establishment instead of several. With the 
assurance, then, that however indefinite statistics of the 
number of establishments may be, we may safely use them 
in this connection as understating the truth, let us examine 
the actual data at hand. 

In interpreting these data, however, one important con- 
sideration should be borne in mind. The years in question 
have been characterized by steadily rising prices. All 
attempts at measurement of economic tendencies in terms 
of dollars and cents must be checked accordingly. Just 
what the extent of this appreciation has been, it is difficult 
to determine. On the basis of the leading American sys- 
tems of computation, the change of prices between the 
years in question apparently lies between 3 and 7 per cent. 
A safe approximation would appear to be that the price 
level rose from 1900 to 1905 by something like 5 per 
cent. 

For the United States as a whole, during the five years 
since 1900, industrial progress has been highly satisfactory. 
The agreement between different modes of measuring this 
growth is quite extraordinary. Whether measured in terms 
of wages paid, cost of materials used, or value of product, 
the growth measured in dollars has been close to 30 per cent. 
This is probably an understatement, because several impor- 
tant industries, notably iron and steel, were still temporarily 
depressed in 1905, as a result of the reaction of 1903-04. 
At this rate, our productive capacity would double in less 
than fifteen years. Capital investment, whatever that may 
mean, has grown even faster, by approximately 40 per cent. 
Motive power has increased in about the same proportion. 
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Even after correction for the rise of prices, these figures are 
indicative of rapid growth. But the significant fact for the 
student of industrial consolidation is that all this expansion 
has been accompanied by a growth in the number of indus- 
trial units of only 4.2 per cent. Reduced as far as may be 
to a comparable basis, the number of establishments has 
increased from 207,562 in 1900 to only 216,262 in 1905. 
Less than 9,000 more establishments of all sizes and condi- 
tions, but almost four billions more of capital, $6,000,000,000 
more wages paid, and $3,391,000,000 added to the annual 
product ! 

The significance of this may be stated in another way, 
with closer examination of the distribution of the growth 
by industries. The total number of such groups of indus- 
tries, according to the Census, is 322. In no less than 142 
of these separate industries, the five years since 1900 show 
an actual decline in the number of establishments. In six 
other groups the number has remained constant. Nearly 
one-half of the industries of the country with a positively 
smaller number of establishments than in 1900, despite 
an industrial expansion of more than 25 per cent. ! By 
way of contrast, it appears that among these 322 separate 
groups of industries the number of establishments declined 
during 1890-1900 in only about 90 instances as con- 
trasted with 142 in these last five years. In other words, 
in a period half as long the number of industries charac- 
terized by a decline in the number of establishments was 
about 50 per cent, greater. Over 300 sugar refineries, al- 
most 300 tanneries, over 200 woollen mills, and nearly 300 
shoe factories disappeared from the records altogether; 
while the number of slaughter houses, tobacco factories, 
paper and carpet mills, remained practically unchanged. 
Such figures suggest important changes, and merit analysis 
in some detail. 

For purposes of analysis, comparison may be made be- 
tween industries grouped in three classes: first, the long- 
established trusts or those dealing with staple products; 
secondly, the secondary manufacturing trusts, which date 
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in the main from the newer period, 1899-1902; and, lastly, 
the industries still characterized by independent operation 
and ownership. 1 The universal tendency towards large- 
scale production would presumably affect all these groups 
in some measure, irrespective of the degree of monopoly 
attained. The direct influence of monopolization as a 
factor in concentration would manifest itself, therefore, 
not in the absolute fact of concentration, but in the relative 
strength of the tendency towards it in the several groups. 
In the first group of industries dominated by firmly in- 
trenched combinations, the degree of monopoly ranges from 
about 70 per cent, in iron and steel, to 90 per cent, or over 
in the cases of sugar, salt, and petroleum. These may be 
said to represent practically effective monopoly. A con- 
trol of from 40 to 70 per cent, of an industry may justly be 
characterized as imperfect monopoly, and is exemplified 
by the second group, including such industries as leather, 
woollen goods, and shipbuilding. The Diamond Match 
Company, both on account of its age and degree of monopo- 
lization, should be placed in the first group, were it not that 
the product is commercially of such insignificance. A 
proportionate importance in control of an industry of less 
than 40 per cent, does not deserve the name of monopoly, 
so that our third group of industries seems properly desig- 
nated as independent. In it conditions of practically free 
competition prevail. 

The following tables contain statistical data grouped as 
above described : — 

1 This choice of industries, it should be noted, is by no means ideal. It is 
dependent largely upon the more or less arbitrary classification of industries 
adopted by the census authorities 
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PRIMARY STAPLE INDUSTRIES. 





Mo- 




Number 


Value 


of Products 




nopoly, 
per 
cent. 


Establishments. 


(million dollars). 








Change, 






Change, 




(esti- 


1900. 


1905. 


per 


1900. 


1905. 


per 




mated). 






cent. 






cent. 


Sugar refining . . 
Salt . . . 


90 


657 


344 


—47* 


239 7 


277.2 


+15 
+17 


80-90 


159 


146 


—9 


7.9 


9.4 


Meats, slaughtering 
















(wholesale) 
Tobacco (not cigars) 


50-75 


557 


559 


+ 2 


697 


801.7 


+15 
+12 


90 


437 


433 


—1 


103 7 


116.7 


Distilling (whiskey) 


80-95 


905 


805 


—11 


96.8 


131.2 


+35 


Iron and steel: 
















Furnaces and roll- 
















ing mills 


65-75 


668 


605 


—9 


803 9 


905.7 


ts 


Refining Petroleum 


88 


67 


98' 


+46 


123 9 


175.0 






3,450 


2,990 


—13 


2,072.9 


2,416.9 


+16 



SECONDARY ANE 


MANUFACTURING 


INDUSTRIES. 










Number 


Value 


op Products 




Mo- 


Establishments. 


(million dollars). 




oly, 






Change 






Change 




cent. 


1900. 


1905. 


per 
cent. 


1900. 


1905. 


per 
cent. 


Leather . . . 


60 


1,306 


1,049 


—19 


204 


252.6 




-24 


Woollens and Worsteds 


60 


1,035 


792 


—23 


118.4 


142.1 




-20 


Paper, wood pulp . . 


65 


763 


761 


— 2 


127 3 


188 7 


- 


-49 


Rubber goods 






60 


261 


224 


—14 


52 6 


62 9 




-11 


Rubber boots . . 






70 


22 


22 





410 


70.0 




1-70 


Fertilizers . . . 






? 


422 


400 


— 5 


446 


56 6 




-29 


Silverware . . 






40± 


103 


98 


— 4 


13 5 


20 7 




-53 


Matches .... 






85 


22 


23 


+5 


60 


5.6 


—6 


Paper bags . . 






85± 


63 


62 


— .4 


68 


10 


+11 


Ship building . . 






60 


1,116 


1,097 


— 2 


74 5 


82 7 






5,299 


4,754 


—10 


616 7 


822 6 


+33 



INDEPENDENT INDUSTRIES. 



Cotton goods .... 
Boots and shoes . . . 

Carpets 

Silk goods .... 
Hosiery and knit goods 



Number 
Establishments. 



1900. 



1,055 

1,599 

133 

483 

921 



4,191 



1905. 



Change, 
per 
cent. 



1,154 

1,316 

139 

624 

1,079 



4,312 



+ 9 
—18 

+29 
+17 



+3 



Value op Products 
(miluon dollars). 



1900. 



339 2 
258 9 

48 1 
107 2 

95.4 



848 8 



1905. 



450.4 
320 1 
615 
133 2 
136 5 



1,101.7 



Change, 
per 
cent. 



--32 
--23 
--27 
--24 
--43 



+30 



1 Of this increase over 1900 of 31 establishments, 15 were in California, 6 in Texas, 
and only 7 were in the older field, operated in 1900 Correction being made, by 
eliminating the newly discovered fields, the increase m the number of establishments 
would be less than 10 per cent. 

2 This decline is principally due to the abandonment of smaller sugar mills on the 
separate plantations m Louisiana. 





Average 


Number of Establishments. 


Change, 


1900. 1905. 


Percent. 


3,450 2,990 


—13 


5,299 4,754 


—10 


4,191 4,312 


+ 3 


Value of Product 




{million dollars) 


Average 




Change, 


1900. 1905 


Percent 


2,072.9 2,416.9 


+16 


616.7 822.6 


+33 


848.8 1,101.7 


+30 
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The totalized facts are contained in the following table : 



Practical monopoly (7) . 
Imperfect monopoly (10) 
Independent (5) . . . . 



Practical monopoly (7) . . . . 
Imperfect monopoly (10) . 
Independent (5) 

With all due allowance for the imperfect character of the 
data, these statistics are in line with probability, so far as the 
influence of monopoly is concerned. Concentration varies 
more or less directly with the degree of monopolization. 
Even after long antecedent experience, the great staple 
combinations during these five years have either retarded 
the growth of independent plants, as in the slaughtering, 
iron and steel and petroleum industries; or, as in liquor 
distilling and sugar and salt refining, have consolidated 
separate establishments, so that the decline in the number 
is striking. Among the imperfect monopolies the decline 
in establishments is appreciably less. No striking reduc- 
tions appear, except, perhaps, in the case of tanneries, 
woollen mills, and rubber plants. There were about 20 per 
cent, fewer leather establishments, and about one-sixth 
fewer woollen and worsted mills. The number of rubber 
and rubber goods factories was smaller by 23 in 1905, altho 
the product increased over 40 per cent. The number of 
wood-pulp paper mills remains practically unchanged, 
despite an output 50 per cent, greater at the end of the five 
years. And this is roughly typical of the remaining 
imperfect monopolies in this class. 

As for the independent, still unmonopolized industries, 
they alone as a whole bear witness to a growth in the number 
of establishments commensurate with the substantial in- 
crease in output. The development of the South has led to 
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the construction of about 10 per cent, more new cotton mills, 
and there are nearly 30 per cent, more silk mills. But, on 
the other hand, concentration in boot and shoe manufacture 
reduced the number of establishments 18 per cent., despite 
an increased output of about one-fourth. 

William Z. Ripley. 



